Holme Roberts & Owen 1.1p

Attorneys at Law

SALT LAKE CITY June 11, 2004

Via Hand-Delivery

Lowell Braxton

Utah Division of Oil, Gas & Mining

1594 West North Temple, Suite 1210

PO Box 145801

Salt Lake City, Utah 84114

COLORADO SPRINGS RECE IVED
Paul Morrell
Manager JUN 11 2004
Wells Fargo Bank ‘

DENVER 299 South Main DV.OF OIL, Gas & MINING
Salt Lake City, Utah 84111

BOULDER

Re:  Reclamation Surety (In the Form of a Wells Fargo Certificate of

LONDON Deposit) for the Crown Asphalt Ridge Mine

Dear Mr. Braxton and Mr. Morrell:

MUNICH This law firm represents Crown Asphalt Ridge, LLC, (“CAR?”), the current
holder of mining permit M/047/032. This letter is in response to the June 8,
2004 letter of Mr. Colby Clark of J ones, Waldo, Holbrook & McDonough, PC.
Specifically, the purpose of this letter is to refute Mr. Clark’s claims, clarify the

SAN FRANCISCO ownership of Wells Fargo Certificate of Deposit # (“Wells Fargo
CD”) and demand that the Wells Fargo CD be liquidated and the money sent to
CAR.

While CAR does not disagree with the limited facts supplied in Mr Clark’s
June 8™ letter, these facts prove nothing. The facts arising since November
1997 prove that the Wells Fargo CD belongs to CAR.

In 2002, CAR and Mr. Clark’s client, Crown Asphalt Corporation (“CAC”)
settled a dispute involving the tar sands facility and other issues. In Paragraph
2 of the March 2002 Settlement Agreement, attached as Exhibit A, CAC signed
and conveyed to CAR all of its “rights, title, and interest in and to any tar sand
leases or other contracts or assets relating to CAR that are held by” CAC. The
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Settlement Agreement also states that CAC agreed to assign and transfer,
among other things, the “Utah Division of Oil, Gas and Mining Permit and
related bond . . . and CAC agrees to assign and transfer to CAR any other such
permits, licenses, rights, assets, and/or applications requested by” CAR.
Therefore, CAR owns all “assets relating to CAR that are held by” CAC and
CAC has a contractual duty to assign and transfer any assets held in its name,
including the Wells Fargo CD.

CAC further acknowledged this obligation in the October 2002 Assignment and
Assumption Agreement, attached as Exhibit B. CAC agreed in the Assignment
and Assumption Agreement to assign “all its rights to certain permits,
applications and related items that are listed on Exhibit A.” Exhibit Alists as a
related item the “Surety Bond posted by Crown Asphalt Corporation with the
Utah Division of Oil, Gas & Mining on or about November 7, 1997.” The only
surety ever posted by CAC with the Utah Division of Oil, Gas and Mining (“the
Division”) is the Wells Fargo CD. Therefore, the Assignment and Assumption
Agreement also proves that CAC assigned the Wells Fargo CD to CAR.

Pursuant to the terms of the Settlement Agreement and the Assignment and
Assumption Agreement, CAR had the mining permit transferred to it and, at the
request of the Division, increased the amount of reclamation bonding by
obtaining a new certificate of deposit for the increased amount. The new
certificate of deposit acts as the “surety bond” for the reclamation obligations,
Just as the Wells Fargo CD previously did. After “posting” the new surety,
CAR sought to liquidate its asset, the Wells F argo CD, and has discussed this
with both the Division and Wells F argo Bank.

Apparently, it is CAC’s contention that the “surety bond” assigned to CAR in
the Settlement Agreement and Assignment and Assumption Agreement is
somehow different than the Wells Fargo CD. Such an interpretation
misconstrues the facts and misinterprets the law. It is clear that the November
7, 1997 Surety Bond identified in both the Settlement Agreement and the
Assumption and Assignment Agreement are the same document as the
November 7, 1997 Wells F argo CD (whose sole purpose was to serve as a
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surety for CAR’s reclamation obligations). Also, the Wells Fargo CD
obviously is included among the “assets relating to CAR that are held by” CAC
that the Settlement Agreement transferred to CAR.

Moreover, Utah’s mining regulations provide that a certificate of deposit can
act as a “surety,” which is exactly how the Wells F argo CD functioned. Utah
Admin. Code R647-4-113. There is no separate “surety bond.” CAC’s alleged
interpretation of the Settlement Agreement and Assignment and Assumption
Agreement is nonsensical.

Based upon the foregoing, CAR demands that the funds from the Wells Fargo
CD be turned over to it, the rightful owner. CAC has no legal claim to the
funds in the Wells Fargo CD.

If you have any questions regarding this letter, please do not hesitate to contact
me at 801/323-3229.

Sincerely yours,
-~ 7
T
E. Blaine Rawson

Enclosures

cc: Jeff Shields
Colby Clark.
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SETTLEMENT AGREEMENT

This Settlement Agreement (“Agreemeni”) is made and entered into by and among DTE
Enterprises, Inc., a Michigan corporation and the successor by merger to MCN Energy Group,
Inc. (“MCN’ ’) MCNIC Plpelme & Processing Company, a Michigan COI‘pOl’ElUOrl (“MCNIC’)
HDW'ird L. Dow III (“Dow”) and William E. Kraemer (“Kraemer”) (col]ectlvely, the “MCN
Parties”), and Crown Encrgy Corporation, a Utah corporation (“CEC™), Crown Asphalt
Corporation, a Utah corporation (*CAC”), Crown Asphalt Products Company, a Utah
corporation (“CAPCO™), and Crown Asphalt Distributio.n,.L.L.C., a Utah Iimited liability
company (“CAD”) (collectively, the "CrOWn. Parties™), and Jay Mealey (“Mealcy”) (the MCN
Parties, the Crown Parties. and Mealey shall sometimes be referred to collectively hercin as the
“Parties™).

RECITALS

A. ' The Parties desire to enter into this Agreement for the purposc of attempting to
compro:mse and settle all of their disputes, including but not limited to the fol]omng pending
litigation matters: (a) the Order Confirming Arbitrator’s Award and Final Judgment, dated
February 7, 2002 (the “Damages Judgment”), issued by the. Third Judicial Distrct Court of Salt
Lake County, State of Utah in Case No. 010910263 Misc. (the “Confirmation Prmccdiné”),
which constitutes a judgmeﬁt m favor of MCNIC and against CAD in the amount of

$20,011,683.35; (b) the Arbitrator’'s Award of Fees, Costs and Expenses, dated February 5, 2002

(the “Fee Award™), issucd by the Fonorable John G. Davies in JAMS Arbitration Proceeding

No. 1220024039 (the “Arbitration Procecding”), which was issued in faver of the MCN Parties
and against the Crown Parties, jointly and severally, in the amount of $2,609.518.69; (c) the

cross-motions to confirm or vacate the Fee Award that have been filed in the Confirmation
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Proceeding; (d) the action pending in the Third Judicial District Court of Salt Lake County, State

of Utah, entitled MCNIC Pipeline & Processing Company, a Michigan corporation, Plaintiff v.

Crown Asphalt Distribution, L.L.C., a Utab limited liability company. Defendant, Civil No.

000904867 (the “State Action™); and (e) the action pending in the United States District Court

for the District of Utah, Central Division, entitled Crown Energy Corporation, et al., Plaintiffs v.

MCN Energy Group, Inc., et al., Defendants, Civil No. 2:00CV-0583ST (the “Federal Action™).

B. By entering into this Agreement, the Parties are not admitting the truth of any
allegation that has been made in any of the litigation an;i arbitration proceedings identified above
i Recital A.

G- As fully stated below, portions of the settlement set forth in this Agreement are
effective upon the Effective Date (as defined below) of thi's Agreement, while other portions of
the settlement are conditioned upon the timely exercise by the Crown Parties of the option to
purchase MCNICs interests in CAD.

AGREEMENT

For good and V.a]uable consideration, the receipt and adequacy of which are hereby

acknowledged, the Parties agree as follows:

: Transfer of CAC’s Interests in CAR. CAC hereby transfers, assigns, and conveys

to MCNIC all of its rights, title, and interests in or rclating to Crown Asphalt Ridge, LL.C, a
Utah limited Jiability company (“CAR”), including but not limited to all of its rights, title, and
interests as a member of CAR, all of its nights, title, and interests as an owner of CAR, all of its
rights under the CAR Operating Agreement (incluciing but not limited to any and all ownership.
rights, management rights, back-in options, back-in .rights,' fag—along rights, rights of first offers,

rights to participate in additional opportunities, and nghts to participate in the management or
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ownership of subsequent plants) ;mcl the CAR Operating and Management Agreement. CAC
hereby represents and warrants that it has not previously lransf;‘:l‘red or encumbered any poﬁionl'-v
of said rights, title, and interests to any person or entity other than MCNIC and 1s not aware ;:)f
any such encumbrances other than the MK Judgrnem,. as defined below. Upon this ass.igmnent
by CAC of 1ts rights, title, and interests in CAR, which assignment shall occur immediately and
automatically upon the signing of this Agreement, CAC’s obligations under the CAR True Up
Loan (as defined below) shall be discharged in full.  Upon this assignment, the Crown Parties
acknowledge and agree that nonc of them will have any right, title, or interest iﬁ or relating to

CAR other than the overriding royalty interests granted by Paragraph 6 below.

2. Transfer of Tar Sands Leases and Other CAR-related Assets. The Crown Parlies

hw,_aisi_gn, and convey to CAR all of their rights, title, and interests in and to any tar
S esatstssstivimn

sands leases or other contracts {or assets relating to CAlﬁhm are held by them (as opposed to

e
i et A K e B o e P K e Y e TS N A

bemg held by CAR) The Crown Partics agree to execute and deliver fonhwnh any further deeds
——— e o smetiman
or a551grunents deemed necessary by the MCN. Parties 1o _effectuate this prov:s:on The Parties

o

.

acknowledge that several penmits, licenses, rights, assets, and/or applications relating to (i) the
lands currently controlled or leased by CAR, or (ii) CAR’s operations, are now in CAC’s name,
including the Uintah County Conditional Use Permit, the Utah Department of Air Quality

Permit, the Utah Djvision of Water Quality Letter of Exemption, the Utah Division of Oil, Gas

and Mining Permit and related Bond, and the Application for Special Use Lease (filed with
i b i 3l ;

Uintah County). The Parties agree that these four permits and/or applications will promptly be
assigned and transferred to CAR, and CAC agrees to assign and transfer to CAR any other such
permits, licenses, rights, assets, and/or applications that are requested by MCNIC. MCN and

MCNIC hereby agree, joinﬂy and severally, 1o defend, indemnify, and hold harmless the Crown :
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Parties and Mealey from all ]iébilities, claims, and causes of action of any kind and nature that
arise from MCNIC’s ownership and operation, from the Effective Date forward, of CAR and the
CAR-related assets being acquired by CAR as part of this Agrcement.

3. Agreement Not to Compete. For a peniod of three (3) years following the

Effective Date of this Agreement, Mealey, the Crown Parties, and the Crown Parties’ respective
officers and directors shall not compete, either directly or indirectly, or assist others in competing
with CAR in the western United Statcs., and in western Canada in any way in regards to tar sands
]e;ﬁsing', mining, extraction, or processing. It is expressly ack_now]edged that the mere ownership
of the shares in CEC or in CAC and their successors and assigns will not constitite a violation of

this Paragraph 3, although it is acknowledged that neither CEC nor CAC can compete with CAR

. 1In regards to tar sands leasing, mining, extraction, or processing during the term and within the

geographical scope of this provision. It is also acknowledged that the Crown Parties, their
officers and directors and Mealey may continue in their present businesses of buying, storing,
blending, and selling asphalt without violating this Paragraph 3.

4. Reéjease of CEntry Settlement Escrow. The Parties hereby authorize the CEntry

settlement funds, which total approximately $1 million and which are currently being held in an
escrow account for the benefit of CAR and jts members, to be released immediately 1o MCNIC.
The Crown Parties shall forthwith sign any additional documents that are required by the escrow
holder before rhg escrow holder wil] release the escrow funds to MCNIC.

5 Payment of Morrison Knudsen Judgment. Upon receipt of the funds from the

CEnlry escrow, MCNIC shall promptly satisfy the judgment that was enlered on or about
January 30, 2001 by the Eighth Judicial District Court of Uintah County, State of Utah, in Case

No. 990800360 (thc “MK Judgment™).. The MK Judgment was entered in favor of Morrison

433343 3 ’ J
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Knudsen Corporation and against CAC in the principal amount of $303,873.39. The MCN
Parties shall indemnify CAC and its directors, officers, shareholders, employees or agents from
the MK Judgment.

6. Grant of Overriding Rovalty. Immediately followﬁng the signing of this

Agreement, .MCNIC (which will then be the sole member of CAR) will cause CAR to grant and
assign to CAC and its successors and assigns a one percent (1%) non-cost bearing, overriding
royalty interest in the sales proceeds received by CAR or ils successors and assigns from any
product produced from the lands known as “Tract A” of CAR (i) that are either currently leased
by CAR or (ii) that are currently }ca.scd by one of the other Crown Partjes, where the lease is one
that will be assigned to CAR upon the signing of this Agreement pursuant to Paragraph 2 aboveé
and a three percent (3%) non-cost bearing, overriding royalty interest in the sales proceeds
received by CAR or its successors and agsigns from any products produced from any other lands
(i) that arc either currently Jeased by CAR or (11) that are currently leased by one of the other
“Crown Parties, where the Icase is one that will be assigned to CAR upon the signing of this
Agreement pursuant to Paragraph 2 above. The Parties acknowledge and agree that no
overriding royalties shall be due and payable on any raw tfar sands or products that are removed
from the specified lands by a lessor or its assigns unless CAR Or any SUccessor or assign receives
any net proceeds (i.c., compensation in excess of all associated costs, including over.}iead) as a
result of such removal, in which case the apphcab]e ovemdmg royalty will be paid on]y on 1he
net proceeds. No amendment, modlf‘ cation to, or transfer of interests in any lease or agreement
for “Tract A” or other lands sha]l serve to extinguish or eliminaté these overriding royalty
interests. CAR annd MCNIC agree to cause the necessary documentation evidencing the gram.ing

of the overriding royalty interests to be prcpared and executed in such a manner as to allow the

455343
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documentation to be recorded with the County Recorder’s Office of Uintah County, Utah. Inthe
e-vent any lease or agreement relating to any Jands covered by these overriding royalty interests
terminates or expires, then such overriding royally interest expires, provided, however, that if

any such lease or agreement is subse&luently renewed by MCNIC or CAR, or any related entity

" or successor in interest to MCNIC or CAR, within one (1) year of such expiration or termination,

the respective overriding royalty interest will be granted and assigned by CAR or its successor or
assigns to CAC or 1ts successors and assigns in all such renewa) leases or agrcements. The
Crown Parties and Mealey acknowledge that the receipt of such overriding ‘royaltieé does not
entitle them to any decision making authority relating to CAR or the CAR assets and that
MCNIC has no obligation to them to pursue the retrofit at the CAR production facility or to
operate the CAR assets at any time in thc future. The Crown Parties and Mealey further
acknowledge that they shall have no input into. any decision regarding such assets or any rights to
the assets other than the right of CAC and its successors and assigns to receive the above-
described overriding royalties in the event product is sold and that the only obligation owed to
them is the obligation of CAR and its successors and assigns 1o pay CAC and its successors and
assigns the above-described overriding royalties when, and if, product is sold. The Crown
Partjes and Mealey further acknowledge that the receipt of such overriding royalties does not
entitle to them 10 object to MCNIC's sale of CAR or the CAR assets and that they have no legal
basis for asserting, either now or at any time in the future, any claim ggainst the MCN Paﬁics,

CAR, or any of their successors and assigns except for the right to assert a claim 10 collect

" CAC’s overriding royalties.

7. Mutual Releases Regarding CAR. ‘Effective immediately upon the signing of this

Agreement. the Parties mutually release each other as follows:

1852333 ¢
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(a) Release by the MCN Parties. Except for the right to enforce the terms of

this Agreement, the MCN Parties, on behalf §f themselves and their respective heirs, successors,

and assigns, completely release and discharge the Crown Parties and Mealey, as well as tl?eir

respective heirs, successors, and assigns and all of their respective current and former attomeys, -
directors, officers, shareholders, mémbcrs, managers, employees, and agents from any and all

existing claims and causes of action of any kind in nature, whether or not presently known by the

Parties, that relate in any way to CAR, including but not limited to all such claims and causes of
action asserted in the Arbitration Proceeding, the State Action, and tﬁe Federal Action, all claims
andl causes of action arising under the CAR Operalting Agreement, the CAR Operating and
Management Agreement, and the Promissory Not‘e dated July 20, 1999 payabie by CAC to
MCNIC in the principal amount of $2,991,868.66 (the “CAR Truc Up Loan™), and all claims and
causes of action arising from or in any way related to the ownership, operation, and management
of CAR. The Crown Parties and Mealey acknowledge that this Jimited release by the MCN
Parties does not release any of the Crown Parties from any part of the Fee Award or the Damages
Judgment.

(b) Release by the Crown Parties and Mealey. Except for the right 1o enforce

the terms of this Agreement, the Crown Parties and Mealey, on .beha]f of themselves and their
respective heirs, succcssofs, and as.sigﬁs, completely release and discharge the MCN Parties, as
well as their respective heirs, successors, and assigns and all of their respective current and
former attorneys, officers, directors, shareholders, employees, and agents from any and all
existing claims and causes of action of ax;y kind and nature, whether or n_oi presently known by
 the Parties, that relate in any way 1o CAR. including but not limited to all such claims and causes

of action asserted in the Arbitration Proceeding, the State Action, and the Federal Action, all

a3%313 3
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claims and causes of action arising under the CAR Operating Agreement, the CAR Operating
and Management Agreement, and the CAR True Up Loan, and all clajims and causes of action

arising from or in any way related to the ownership, operation, and management of CAR.

8. Option to Purchase MCNIC’s Interest in CAD. Effective upon CAPCQ’S
payment to MCNIC of the sum of $200,000.00, which payment shall _be made
contemporancously with the signing of this Agreement, MCNIC hereby grants the Crown Parties
the option 1o purchase 'all of MCNIC’s rights; title, and ipterests in or relating to CAD for the
sum of $5,500,000.00 (the “Purchase Price”). The initial term of this option shall expire at the
close of business on April 30, 2002, but the Crown Parties shall have the right to extend the term
by a maximum of five months (or through Seplember 30, 2002) by making an additional
$100,000.00 payment to MCNIC for each additional month desired by them. To obtain a one-
month extensjon of the terrﬁ, the Crown Parties must deliver the required $100,000.00 payment
to MCNIC by the close of business on the last day of the existing term. For example, if the
Crown Parties pay the initial $200.000.00 payment required to activate ihe option and then desire
1o extend the term of the option for one additional month, they must deliver the required
$100,000.00 payment to MCNIC by the close of business on April 30, 2002. To exercise 1his
‘option, the Crown Parties must tender to MCNIC during the term of the option (including any
extensions a.110w;ed by this Paragraph) the funds and other items specified in Paragraph 14(a)
below. If the option is extended beyond April 30, 2002, as allowed by this Paragraph, the
Purchase PﬁCe will incfcase by $100,000.00 at the time each one-month extension is obtained.

9. Allocation of Option Payments. If the Crown Partics limely exercise the option

granied them by Paragraph 8 above and the Closing (as defined below) occurs, then all payments

made to MCNIC pursuant to Paragraph 8 shall be credited against the Purchase Price. If,

4552433 - S
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however, the Closing does not occur, then the $200,000.00 payment madé to MCNIC pursuant to
Paragraph § shall be credited against the Fee Award, but any additional payments made to
MCNIC pursuant to Paragraph 8 for the purpose of extending the term of the option shall not be

- credited against the Fee Award and, instead, shall be deemed consideration for extending the |
initial term of the option. The Parties acknowledge that any application of the initial
$200,000.00 optior;- payment to the Fee Award as described within this Agreement shall not
waive in any manner the Crown Parties’ right, upon the expiration of any stay imposed by
Paragraph 10 below, to move to vacate or éppeal the Fee Award or otherwise contest the validity
of such award.

10.  Stay of Proceedings. Effective upon- MCNIC’s receipt of the $200,000.00

payment required by Paragraph 8 in order to activate the option, the Parties agree to stay any and
all proceedings relating to the Damages Judgment, including but not lirﬁited to any efforts by
MCNIC to execule on the Damages Judgment, the supplemcntal hearing scheduled in the
Confirmation Proceeding for March 5, 2002, and any hearing or ruling on CAD’§ Motion to Stay
Enforcement of Rule 54(b) Judgment, which was filed in the Confirmation Proceeding -on or
about February 15, 2002, and any and a]l'procecdings regarding the Fee Award, including but
not limited to any hearings or further briefing on the cross-motions to confirm or vacate the Fee
Award that have been filed in lhe.Conﬁrmation Proceeding. The term of this stay shall be
identjcal to the term of the option (in.cluding extensions thereof, if any) described 1n Paragraph 8 I
;'1bove. Updn the activation of this stay bj the payment of the required $200,000.00 payment, the
Parties shall -foﬁll\vith jointly file in the Conﬁrmation Proceed_iné a Stipu!ation and proPOSed

Order consistent with this Paragraph.

4553434 ' 9
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11. Operation of CAD During Stay. Dunng the term of any stay granted by lhe.

provisions of Paragraph 10 above, the Parties agree as follows regarding the operation of CAD:

(a) Business in Ordinary Course. The Crown Parties shall operate CAD in the

ordinary course and sha)l not éel], assign, pledge, or in any way encumber or attempt to sell,
assign, pledge, or in any way encumber any of the CAD terminals, the Cowboy tenninal, or any

" of CAD’s equipment located at any of the terminals. Without limiting the foregoing, the Crown
Parties agree that they will keep current, and extcmi 1f necessary, all real property and equipment
Jeases now in effect at the CAD terminals and the Cowboy terminal, that they will keep current,
and extend if necessary, all insurance policies now in effect with respect to the CAD terminals,
the Cowboy terminal, and all equipment located at any of the terminals, that they will keep
current, and extend if necessary, all penmits now in effect with respect to the CAD terminals, the
Cowboy terminal, and all equipment located at any of the terminals, that they will maintain the
condition of the CAD te.rminals, the Cowboy terminal, and all equipment located at any of Ihé
terminals (rcasonable wear and tear excepted), that they will promptly collect all IT.IODiCS owed to
CAD and promptly pay all monies owed by CAD (except for the Damages Judgment), that they
will not enter into any long term contracts (i.c., conlracts lasting more than six months) on behalf
of CAD, and tha.t they wiJl not enter into any intercompany transactions involving either CAD or
CAPCO, except as described in Subparagraph (c) of this Paragraph, without the prior written
authorization o'f MCNIC. To the extent any 'costs or expenses are mcurred by CAD as a result of

" the “through put” transactions described in Subparagraph (c) below, the Crown Parties shall
promptly reimburse CAD for those costs and expenses.

(b) Retention of Contract Rights and Obligations. The Parties shall retain all

of their respective rights and obligations pnder the CAD Operating Agreement and the CAD
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Operating and Management Agreement, including but not limited to MCNIC's right upder
Section 6.3 of the CAD Operating and Management Agreement to examine CAD’s books and
records and its right under Section 6.4 of the CAD Operating and Management Agreement to
inspect CAD’s terminals and other facilities. MCNIC may exercise these ﬁgﬁts one or more
times during the stay, as desired. Notwithstanding the foregoing, the Partiés agree that MCNIC
shall have no obligation to make any further capital contributions or loans to CAD.

(©) Usc of CAD Tanks [or “Through Put” Arrangements. The Parties agree

that CAD’s asphalt tanks jnay be utilized to store asphalt ow:ned~ by unrelated third parties (the
“Third Party(ies)”). The Crown Parties and Mealey agree that CAD will ﬁot' incur any expenses
because of these “through put” transactions and that the only expenses ihat CAD continues 1o
incur are [or real property taxes, real property leases, equipment leases and CAD’s portion of the
loan obligations to Hancock-Geisler which arc payable with fegard to the Cowboy terminal.
When CAD Trcceives the inventory due it under the Sertlement Agreement with Santa Maria
Refining Company, then CAD will bear the expenses and receive the revenue associated with
that invéhto'ry. The MCN Parties shall not claim any ownership or security interest in the asphalt
placed in any of CAD’s asphalt tanks by Third Parties on a “through put” basis or in the proceeds
thercof. CAPCO shall pay MCNIC the amount of $5 per ton of the Third Parties’ asphalt ;vhich
is stored in CAD’s tanks. Within five days of the signing of this Agreement, CAPCO sha.ll pay
MCNIC the amount of $5 per ton for each ton of Third Parties” asphalt that is stored in CAD’s
tanks as of the Effective Date. CA.PCO shall also pay MCNIC the amount of $5 per ton for each
additional ton of Third Parties’ asphalt that is placed in any of CAD’S tanks at any time a.ﬁer the
signing of this Agreement and before the C.losing or expiration of the SlEl.y, with said payments

being calculated and made on a weekly basis. CAPCO agrees to provide MCNIC with whatever

KRS R I
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documentation COnCénaing such asphalt which it reasonably req-uests. Upon the expiration of the
- stay, if the Crown Parties have not timely cxercised their option under Paragraph 8 above, the
MCN Partjes will allow the Third Parties a reasonable period of tme of not less than thirty (30)
days to remove any of their asphalt that is then being stored in tAD’S tanks. Upon receipt of the
$200,000.00 option payment specified in Paragraph 8 above, the MCN Parties agree to promptly
provide the Crown Parties with a letter in the form attached hereto as Exhibit “A” which
evidences their consent to the contents of this Subparagraph. ' Notwithstanding the foregoing, the
Parties agrce that the Crown Parties will reserve sufficient space in CAD’s tanks to
accommodate all asphalt that may be delivered to CAD by Santa Maria Refining Company
("SMRC”) under the terms of the Settlement Agreement, dated on o;' about October 23, 2001,
among SMRC, CAD, and their rclated entities.
12, No Bankruptcy. During the term of any stay granted by the provisions of
Paragraph 10 above, the Crown Parties agree that none of them will seek bankruptcy protection
and that they will oppose all third party attempts to force such bankruptey. .

13. Rights Upon Expiration of Any Stay .of Proceedings. The Parties anticipate that

the Crown Parties will timely exercise the option described in Paragraph 8 above and that, upon

lhe Closing thereof (as described below), the conditional portions of the settlement set forth in

this Agreement will becorﬁe fn;al and effective. If, however, the Crown Parties are unable to

. timely exercise the option, or elect not to do so, then upon the expiration of any stay of

proceedings under Paragraph 10 above the Parties shall have all of their respecltive nights.and
oB]i gations regarding the Damages Judgment and the Fee Award, except as follows:

(@) The Crown Parties h.ereby wajve the right to appeal. set aside, or otherwise

challenge the Damages Judgment;

J533a% 2
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(b) The Cfown Pﬁﬁies hereby waive the right t§ pursue CAD’g Motion to Stay
Enforcement of Rule 54(b) Judgment; and

(c) The Crown Parties agree not to contest the nght of the MCN Parties to
execute on CAD’s assets.

14. Closing. If the Crown Parties elect to exercise the option set forth in Paragraph 8

above, they shall schedule a closing to occur on or before the expiration of the option (the
“Closing”). The Closing shall occur at the offices of Parsons Behle & Latimer, 201 South Main
Street, Suite 1800, Salt Lake City, UT, on such date and at such time as the Parties shall agree
(but prior to the expiration of the option).

(a) Items to be Delivered By the Crown Parties at Closing. The Crown

Parties shall dcli.ver the following items to the MCN Parties at the Closing:

Q) Immediately available funds representing the remainder of the
Purchase Price owing, as calculated in accordance under Paragraphs 8 and 9;

(1) An executed agreement, in a form acceplable to the MCN Parties,
stating that the Crown Parties agree, jointly and severally, to defend, indemnify, and hold
harmless the MCN Parties from any claims by Berman, Gaufin, Tomsic & Savage (“BGT&S)

that arise out of or reJate in any way 10 this Agreement or the Notice of Attorneys’ Liens filed by

. BGT&S in the Arbitration Proceeding on or about November 12, 2001; and

(1))  Executed Stipulations and proposed Orders, in forms acceptable 1o
the MCN Parties, effecting the final dismissal with prejudice of all pending litigation between
the Parties.

(b) Items 10 be Delivei‘ed by thc MCN Parties at Closing. The MCN Partjes

shall deliver to the Crown Partjes or their designees the following items at the Closing:
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() An assignment of all of MCNIC’s.rights, title, and interests in or
relating to CAD.

1) Executed doc.uments, m forms aéceptab]e to .lhe Crown Parties,
evidencing the termination of any security interests in the assets of CAD or’any Crown Party,
and evidencing the cancellation of the loans made by MCNIC fo CAD, which documents shall
become effective only upon MCNIC’s receipt of the funds and documents specified in
Subparagraph (a) above; and

(iili)  Executed Stjpulations and proposed Orders, in forms acceptable to
the Crown Parties, evidencing the final dismissal with prejudice of all pending litigation between
the Parties, which documents shall become effective only upon MCNIC’s receipt of the funds
and documents specified jn Subparagraph (a) above.

15, Mutual Releases. Effective 1mmedlately upon lhe Closing and MCNIC’s receipt

of the Purchasc Price, the Parties mutually release cach other as follows:

(a) Release by the MCN Parties. Except for the right to enforce the terms of

this Agreement, the MCN Parties, on behalf of themselves and their respective heirs, successors,
and assigns, completely release and discharge the Crown Parties and Mealey, as well as their
respective heirs, successors, and assigns and all of their respective current and former attomeys,
directors, officers, shareholders, members, managers, employees, and agents from any and all
then-existing claims and causes of action of any kind and nature, whether or not presently known
by the Parties, including but ﬁot limited to all claims and causes of action arising out of the
" Damages Judgment and the Fee Award, all claims apd causes of action asserted in the
Arbitration Proceeding, ghe State Action, and the Federal Action, all claims and causes of action

arising under the CAD Operating Agreement, the CAD Operating and Management Agreement,

KESKE K] 14
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and any of the Joans made by MCNIC to CAD, and all claims and causes of action arising from
or in any way related to the ownership, operation, and management of CAD, CAPCO, and the
Rawlins terminal.

(b) Release by the Crown Parties and Mealey. Except for the right to enforce

the terms of this Agreement, the Crown Parties and Mealey, on behalf of themselves apd their
respective heirs, successors, and assigns, completely release and discharge the MCN Parties, as
wél] as their respective heirs, successors, and assigns and all of their respective current and
former attorneys, directors, officers, shareholders, members, managers, employees, and agents
from any and all then-existing c]ainﬁ and causes of action of any kind and nature, whether or not
presently known by the Parties, including but not limited to all claims and causes of action
asserted in the Arbitration Proceeding, the State Action, and the Federal Acuon, al] claims and
causes of action ansing under the CAD Operating Agreement, the CAD Operating and
Management Agree_meﬁt, and any loans made by MCN]C to CAD, and all claims and causes of

action arising from or in any way related 10 the ownership, operation, and management of

CAPCQ, CAD, and the Rawlins terminal.

16.  Dismissal of Pending Litigation. If, and only if, the Crown Partjes timely exercise -
-their option under Paragraph 8§ above and the Closing timely occurs, then the Parties shall
forthwith jointly move for the disrﬁissa] with prejudice of the State Action and the Federal
Action. In éddition. Ihe Parties shall fdnhm'th withdraw their cross-motions to confirm or vacate
the Fee Award that have been filed in the Confirmation Proceeding. Moreover, MCNIC shall
forthwith file notice in lhe Confirmation Proceeding that the Damages Judbment has been fully

satisfied.
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17.  Allocation of Settlement Proceeds. Subject to the releases contained in

Paragraph 15, the Parties agree fhat, 1f the Crown Parties exercise their option under Paragraph 8
above and if the Closing occurs, then no portion of the Purchase Price and no portion of the other
consideration required of the Crown Paﬁies as part of this Agreement 1s a payment towards the
Fee Award. '

18.  Tax Matters. In the event that the C}osing occurs and that MCNIC receives the
full Purchase Price, then lﬁe Parties agree as follows: (i) that all loans made by MCNIC to CAD
will be deemed to have been forgiven by MCNIC prior to the transfer of MCNIC’s membership
mterest in CAD pursuant to Paragraph 14 above; and (i) (2) that MCNIC will be entitled to
claim a bad debt loss for the forgiveness ofits Joans 10 CAD, and (b) that any income recognized
by CAD as a result of the forgiveness of the loans shall be allocated by CAD on a prorata basis
lo CAPCO and MCNIC in accordance with their membership interests in CAD as of the
Effective Date, unless (in either casc) otherwise required by applicable law. The Crown Partieé
agree not to take any action’ or make any election that is inconsistent with the intended tax
treatment described above. |

19. Mutual Indemnifications. The Parties agree to indemnify each other as follows:

(@)  Indemnmification of the Crown Parties and Mealey. Effective upon the

‘Closing, MCN and MCNIC hereby agree, jointly and severally, to defend, indemnify, and hold
harmless the Crown Parties and Mealcy from all liabilities, claims, and causes of action of any
’kind and pature, whether presently existing or subsequently accruing, and whcther asserted by
“the MCN Parties or others arising from or in any way pertaining to CAR, any of the CAR-

related assets being acquired by CAR as a part of this Agreement, or the operation of CAR.

4553439 16
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(b) Indemnification of the MCN Parties.. Effective upon the Closing, the

Crown Parties llereEy agree, jointly and severally, to defend, indemnly, ar.ld hold‘harmléss the
MCN Parties from all liabilities, claims, and causes of action of any kind and nature, whethgr
presently existing or subsequently accruing, and whether e;ssened by the ‘Crown Parties or others,
arising from or in any way related to the assets or operations of CAD, CAPCO, or the Rawlins
lerminal.

20. No Duties or Covcnants Except as Expressed. There are no implied duties or

covenants contai.ned~in this Agreement other than those of good faith and fair dealing: In
‘addition, the Parties acknowledge and admit that, .from and after the Lffective Date of this
Agreement, ‘no ﬁduciaxy relationship will exist betweeﬁ any of the Crown Parties and any of the
MCN Parties and that none of the respective Parties will owe any fiduciary duties to each other,
regardless of whether the Closing contemplated herein occurs.

21. Exccution of Further Documents. The Parties agree 1o execute any and all

documents that may be necessary to effectuate the terms of this Agreement.

22.  Binding Agreement. This Agreement shall be binding upon and inure to the

benefit of the Parties and their respective heirs, successors, and assi ens.

23. Applicable Law. This Agreement shall be govemed by and construed in ;
accordance with the laws of Utah.
24.  Effective Date. This Agreement shall become effective-and binding upon the

" Parties once it has been signed by all of the Parties (the “Effective Date™).

25. Counterparts, Facsimile. This Agreement may be executed in any -number of

counterparts and by facsimile, each of which may' be executed by fewer than all of the Parties,
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each of which shall be enforceable against the Parties actuvally exccuting such counterparts, and

all of which together shall constitute one instrument.

26.  Integration Clause. The Partics stipulate that this Agreement is the fmél,
complete, exclusive, and fully integrated .expressiOn of their settlement. This Agreement
supersedes all prior oral or written agreements among the Parties with respect to the subject
matters contained herein. There are no representations, arrangements or understandings, either
oral or written, among the Parties which are not fully expressed herein. No alterations or other
modifications of this Agreement shall be effective unless.made in writing and signed by all
Partjes.

27.  Representations and Warranties. Each of the Parties ‘hereby represents and

warrants that this Agreement has been duly authorized and validly executed and delivered by
said Party, by or through an individual with authority to act on behalf of and legally bin& said
Party. Each of .thc Parties also hereby represents and warrants that said Party has not transferred,
assigned, or pledged. in whole or in part, any of the claims that are within the scope of the
teleases set forth in Paragraphs 7 and 15 above. The Parties further represent and warrant that

they have not relied upon any statement, communication, representation, or opinion of any other

. Party or any represemtative of any other Party in connection with this Agreement or the

settlement of this matter.

28. - Su;'vival Clause. The Parties hereby acknowledge and agree that the transactions
and pro;'isioné set forth in Paragraphs 1 through 7 and 20 through 27 of this Agreement, which .
become effective and binding immediately upon the signing of t.his Agreement, shall not be
affected in any 'wa).f in the event the Crown Parties do not timely exercise their option under

Paragraph 8 of this Agrecimcnt and the Closing contemplated by this Agreement does not occur.

9553434 13
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IN WITNESS WHEREOF, the Parties have execuled this Agreement on the dates

1ndicated below.

Dated: 'n’\a.vc\(\ & o0 2

Dated: A’{th« (f[\ g, _:'100 2~

Dated: {&{ fv L o>

DTE ENTERPRISES, INC.

By: A ‘//?/L,A?Z//l”

[ts: ,kf:'ﬂ/‘c f R :,' 6 cA t‘-VfL/ (/ ﬂ;m‘:’c’/

MCNIC PIPELINE & PROCEESING
COMPANY

Its: ¢ [ice D soclwa it

AR T oW

WILLIAM E. KRAEMER

Dated: _ Z~-f~0z
| CROWN ENERGY CORPORATION
Dated: By:
Its:
| CROWN ASPHALT CORPORATION
Dated: By:

453313 2

Its:




10/61/2003 11:54 FAX 801 536 6118

+ 4

3
.t

mdicated below.

Dated:

Datcd:

Dated:

Datcd:

‘Dated:

Dated:

453322

IN WITNESS WHEREOF, the Parties have executed this Agreement on the dates

DTE ENTERPRISES, INC.

By:

@025

Its:

MCNIC PIPELINE & PROCEESING
COMPANY

By:

Ins:

- HOWARD L. DOW 11l

 3/8/0;

%/8/Oa

|

WILLIAM E. KRAEMER

CROWN ENERGY CORPORATION

Jts: _ ¢ Peeside >

CROWN ASPHALT CORPORATION

By: g% @c % _
Its: s id e vt
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CROWN ASPHALT PRODUCTS
COMPANY

Dated: 5/8/@2 By: %%
Its: __ Dresdpat S 2

CROWN ASPHALT DISTRIBUTION, L.L.C.

Dated: - 3 / B /o 2 By: % % é&’>ﬁ——
. . Its: Mq nga‘ef SN

Dated: 3/o /o &= VN
JAY y%'ALEY*- 6

3633423 : an
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EXHIBIT “A”
[Letterhead of MCNIC Pipeline & Processing Company]

Mr. Jay Mealey, President
Crown Asphalt Products Company
215 South State Street, Suite #650
Salt Lake City, UT 84111

RE: Crown Asphalt Distribution, L.L.C.

Mr. Mealey:

The purpose of this letter is to confirm that pursuant to a Settlement Agreement entered
into today by and between MCNIC Pipeline & Processing Company (“MCNIC”), Crown
Asphalt Products Company (“CAPCO”), Crown Energy Corporation (“CEC™) and other related
parties and individuals, MCNIC acknowledges, and consents to, the storage in Crown Asphalt
Distribution, L.L.C.’s (“CAD(’s)”) tanks at the Frcdonia Terminal, Gadsby Terminal and
Cowboy Terminal of asphalt owned by unrelated individual parties (the “Third Party(ies)”),
subject 1o the terms and conditions set forth below.

The Settlement Agreement provides that the Crown Parties shall have the period of time
from today until April 30, 2002 (the “Option Term”) to purchase MCNIC’s membership interests
in CAD and to complete the other transactions described within the agreement. The Settlement
Agreement further provides that the Crown Parties may extend the Option Tenmn for up to five (5)
months (or through September 30, 2002) by timely paying additional amounts each month
desired by them. MCNIC hereby agrees that neither MCNIC nor any other related party shall
claim title to, or assert any ownership or security interest in, any asphalt, or the proceeds
therefrom, owned by Third Parties which is stored or located in any of CAD’s tanks or at

- CAPCO’s Rawlins, Wyoming Terminal. MCNIC further agrees that the sole recourse of
MCNIC or any of jts related parties against any asphalt deposited by a Third Party under a
“through put” arrangement during the Option Term shall be its claim for payment from CAPCO
of the “through put fee,” payable on a per lon basis, which is described within the Settlement
Agreemeni.

If the Crown Parties do not timely exercise their option to purchase MCNIC’s interests in
CAD, then MCNIC will be entitled by the Settlement Agreement to execute on CAD’s assets as
allowed by law. If this occurs, MCNIC will notify all Third Parties and allow them a reasonable
period of time, of not less than thirty (30) days, to remove any of their asphalt that is then being

- stored in CAD’s tanks.

Very truly yours,

MCNIC Pipeline & Processing Company

4533820
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. Assignment and Assumption
Agreement

This Ass1gnmént and Assumption Agreement (the “Assignment™) is made and entércd into
as of September 24, 2002, by and among Crown Asphalt Corporation, 2 Utah corpora:f:on
(“Assignor’™), and men Asphalt Ridge, L.L.C.,a Urah limited liability company (“Assignee”).

WHEREAS, Assxgnor and Assignee are partics to that certain Scitlement Agrecment dated
as of March 8, 2002 (thc “Sertlement Agreement”); and

WHEREAS, pursuant 1o the Settlement Agreement, Assignor has agreed to assign all of its
rights to certain permits, applications and related items that arc listed on Exhibit A attached hereto
(the “Permits”) to Assignce, and Assignee has agreed to assume the post-Effective Time (as defined
below) obligations of Assignor regarding the Permits, all as more specifically set forth in Paragraph
2 of the Setdement Agreemcnt. '

NOW, THEREFORE, for and in consideration of the premises and the mutual covenanis
contained herein, and ifor other good and valvable consideration, the receipt, adequacy and legal
sufficiency of which are hereby acknowledged, the parties agree as follows:

1. Capitalized Terms. Capitalized terms used but not defined herein shall have the meanings
for such teyms that are set forth in the Scttlement Agrecment.

2. Assignment and Assumption. Effective as of 5:00 p.rm. (Mountain Time) on March 8, 2002
(the “Effectivei Time”), Assignor bereby assigns, sclls, transfers and sets over to Assignee
all of Assignor’s right, title, and interest, if any, in and o each of the Permits, subject 1o all
the terms thereof, including but not limited to any condition or restriction on the assignment
thereof. Assignee hereby accepts that conveyance, and assumes and agrecs to observe and
perform all of the duties, obligations, terms, provisions and covenants, and o pay and
discharge all of the liabilities of Assignor 1o be observed, performed, paid, or discharged
from and after the Effective Time, in connection ‘with the Permuts.

I - -
3. No Warranties'by Assignor. This Assignment is made by Assignor without warranty of any
Kind, either expressed or implied, with respect to the Permits or otherwise.

4. Terms_of the|Settlement Agreement. The tepms of the Settlement Agreement are

incorporated hérein by this reference and continue in full force and effect, notwithstanding
this Assignment. In the event of any conflict or’ inconsistency between the texms of the
Settlement Agreement and the terms of this Assignment, the terms of the Scttlement
Agreement shall govera.

348636.1
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5. Indemnification. This Assignment and the Permits constitute ™. . . . CAR-related assets
being acquired by CAR as part of [the Scitlement AgreementY”, as that phrase is used in the
last sentence of Paragraph 2 of the Seutlement Agreement, which deals with' the
indemnification obligations of Assignee and others.

-

6. Further Actiops. Each of the parties covenants and agrees, al ils own expense, to execute
and deliver, 4t the request of the other party, such further instruments of transfec and
assignment and to take such other action as such other party may reasonably request to more
effectivcly consummate the assignments and assumptions contemplated by this Assignment.

7. Bindine Agreement. This Assignment shall be binding upon and inure (o the benefit of the -
parties and their respective heirs, successors, and assigns.

8. Applicable Law. This Assignment shall be governed by and construed in accordance with
the laws of the Utah.

9. Counterparts, Facsimile. This Assi gnmentmay be executed in any number of counterparts
and by facsimile, each of which may be executed by only one of the partics.

10.  Integration Clause. Except as provided in the Setdement Agrecment, this Assignment
Supersedes all prior oral or written agreements among the partics with respect to the Permits.
No alicrations or other modifications of this Assignment shall be effective unless made in
writing and signed by both parties.

11, Representations and Warranties. Each of the parues represents and warxants that this
Assignment ha’s been duly authorized and validly executed and delivered by said party, by
or through an individua) with authority to act on behalf of and legally bind that party. The
Parties further. represent and warrant that they have not relied upon any statement,
communication, representation, or opinion of any other party or any reprcsenlative of any
other party in connection with this Assignment or the Permits, other than as provided herein.

IN WITNESS 'WHEREOF, the parties have executed this Assignment and Assumption
Agreement as of the date first above written,

ASSIGNOR - : ASSIGNEE
1 N .
CROWN ASPHALT CORPORATION CROWN ASPHALT RIDGE, LL.C.
By:%eﬁa‘\ By its mcmber, MCNIC PIPELINE &
Xts: Pres 14 enSFO PROCESSING COMPANY
By:
Its:
348836.1
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Indemnification. This Assignment and the Permits constimte “. . .. CAR-r‘clatcd eésms
being acquired by CAR as part of [the Settlement Agreement]”, as that.phmse is used in the
last scntence of Paragraph 2 of the Setdement Agreement, which deals with' the
indemnification obliganions of Assignec and cthers.

Further Actions. Each of the parties covenants and agrees, af its OW1 expense, 10 exccute
and dcliver, at the request of the other party, such further instoments of gansfer and
assignment and to take such other action as such gther party may reasonably reguest to more
effectively consummate the assignments and assuropnions contenplated by this Assignment.

Binding Agreerment. This Assignment shall be binding npon #ad inure to the benefit of the
parties and thelir respective heirs, successors. and assigas.

Applicable Law. This Assignment shall be governcd by and consmued in accordance with
the laws of the Utah.

Counterparts, iEar:simile- This Assignhment may be execured in asy number of connterparts
and by facsimile. each of which may be executed by only one of the parties.

Inreeraton Clause. Except as provided in the Setdement Agrecment, this Assignment
supersedes a]l prior oral or wrinen agreements among the parties with réspect to the Permits.
No aleerations or other modificutions of this Assiznoent shall be effective unless made in
wridng and signed by both pardes.

Represencatinns and Warranties. Each of the parties cepresents and warrants that this
Assignment has been duly antherized and validly exccuied and delivered by said party. by
or through an individeal with authority to act on behaif of and legally bind thar pany. The
partes further! represent and warrant that they have pot relied vpon any statement,
commumication, representaton, or opinion of any other party or any represenuative of any
other party in connection with this Assigament or the Penmits, other than as provided herein.

IN WITNESS WHEREQF. the parties have execured this Assignmeut and Assumption

Agreement as of the dite first abave writren.

ASSIGNOR : ASSIGNEE

CROWN ASPHALT CORPORATION

By:

CROWN ASPHALT RIDGE. L L C.

By its member, MCNIC PIPELINE &

Its:

PROCES COMPANY

Ja¥636.1

By:, im0

Its- ’ VT
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EXHIBIT A

TO

1005

ASSIGNMENT AND ASSUMPTION AGREEMENT

List of Permits, Application and Related Irems

Crown Asphalt Ridge, L.L.C.

Permit Description Issuing Agency Date of Permit Name of Permit

: Holder
Small Mining Permit | Utah Division of | July 7, 1989 Crown Asphalt

- Oil, Gas & Minijng Corporation d
Conditional Use Permit | Uintah County February 16, 1964 | Crown Asphalr

- Corporation
Alr Quality Permit . Utzh Division of July 22, 1996 Crown Asphalt
DAQE-742-96 Arr Quality Corporation
Pcrmit-By-Rulc Status | Utah Division of July 29, 1996 Crown Asphalt
for Tar Sand Extraction | Water Quality Corporation
Project
Largc Mining Permit Utah Division of November 11, Crown Asphatt

: Oil, Gas & Mining | 1997 Corporation
Exploration Permit Utah Division of | October 20, 1997 | Crown Asphalt

(Expired) Oil, Gas & Mining Corporation

Application: Crown Asphalt Corporation previously made an Application for Speaal Use Lease
with Uintah County, which Application was subsequently denied.

Related Jtems: Surety: Bond posted by Crown Asphalt Cotporation with the Utah Division of O1l,
Gas & Mining on or about November 7, 1997.

343636.1
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